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FINDING NUMBER 2007-001
Noncompliance Citation

Ohio Revised Code Section 5705.41(D) provides that no subdivision shall make any contract of give
any order involving the expenditure of money unless there is attached thereto a certificate of the
clerk/treasurer of the subdivision that the amount required to meet the obligation has been lawfully
appropriated for such purpose and is in the treasury or in the process of collection to the credit of an
appropriate fund free from any previous encumbrances. This certificate need be signed only by the
subdivision’s clerk/treasurer. Every contract made without such a certificate shall be void, and no warrant
shall be issued in payment of any amount due thereon.

There are several exceptions to the standard requirement stated above that a clerk/treasurer’s certificate
must be obtained prior to a subdivision or taxing authority entering into a contract or order involving the
expenditure of money. The main exceptions are: “then and now” certificates, blanket certificates, and
super blanket certificates, which are provided for in sections 5705.41(D)(1) and 5705.41(D)(3),
respectively of the Ohio Revised Code.

1. Then and Now Certificate — If no certificate is furnished as required, upon receipt of the
clerk/treasurer’s certificate that a sufficient sum was, both at the time of the contract or order
and at the time of the certificate, appropriated and free of any previous encumbrances, the
Village may authorize the issuance of a warrant in payment of the amount due upon such
contract or order by resolution within 30 days from the receipt of such certificate, if such
expenditure is otherwise valid.

If the amount involved is less than $3,000 the clerk/treasurer may authorize payment through a
Then and Now Certificate without affirmation of the Village Council if such expenditure is
otherwise valid.

2. Blanket Certificate — Clerk/treasurers may prepare “blanket” certificates for a certain sum of
money not in excess of an amount established by resolution or ordinance adopted by a majority
of the members of the legislative authority against any specific line item account over a period
not running beyond the end of the current fiscal year. The blanket certificates may, but need
not be, limited to a specific vendor. Only one blanket certificate may be outstanding at one
particular time for any one particular line item appropriation.

3. Super Blanket Certificate — The Village may also make expenditures and contracts for any
amount from a specific line item appropriation in a specified fund upon certification of the
clerk/treasurer for most professional services, fuel, oil, food items, and any other specific
recurring and reasonably predictable operating expense. This certification is not to extent
beyond the current year. More than one super blanket may be outstanding a particular time for
any line item appropriation.

The Village did not properly certify the amount against the applicable appropriation accounts for 42% of

tested expenditures in 2006 and 79% in 2007. The Village did not utilize the certification exceptions
described above for those expenditures lacking prior certification.
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Failure to certify the availability of funds and encumber appropriations could result in overspending in
negative cash balances. Unless the exceptions noted above are used, prior certification is not only
required by statute but is a key control in the disbursement process to assure that purchase commitments
receive prior approval. To improve controls over disbursements and to help reduce the possibility of the
Village's funds exceeding budgetary spending limitations, the Clerk/treasurer should certify that the funds
are or will be available prior to obligation by the Village. When prior certification is not possible, “then and
now” certification should be used.

The Village should certify purchases to which section Ohio Revised Code Section 5705.41(D) applies.
The most convenient certification method is to use purchase orders that include the certification language
which Ohio Revised Code Section 5705.41(D) requires authorizing disbursements. The clerk/treasurer
should sign the certification at the time the Village incurs a commitment, and only when the requirements
of Ohio Revised Code Section 5705.41(D) are satisfied. The clerk/treasurer should post approved
purchase commitments to the proper appropriation code, to reduce the available appropriation.

FINDING NUMBER 2007-002
Noncompliance Citation

Ohio Revised Code Section 5705.38 requires, in part, that on or about the first day of the fiscal year, an
appropriation measure be passed. Ohio Revised Code Section 5705.41(B) states that no subdivision or
taxing unit is to expend money unless it has been appropriated.

The Village did not adopt an appropriation measure for either 2006 or 2007 and expenditures are limited
by the appropriations established for each fund; therefore, all expenditures made by the Village in 2007
($156,422) and in 2006 ($159,811) were not in compliance with the Ohio Revised Code.

Failure to pass an appropriation measure, which serves as a tool by which expenditures can be
monitored, could result in overspending. The Village should pass an appropriation measure as required
so that expenditures can be monitored and compliance with the Ohio Revised Code provisions can be
attained. Expenditures should be limited to Council approved appropriations for each fund.

FINDING NUMBER 2007-003
Significant Deficiency/Material Weakness
Proper Classification of Receipts and Disbursements/Cash Reconciliations
The Village did not correctly code and classify intergovernmental revenue, fees, interest income and
payroll expenditures in 2006 and in 2007 and payroll expenditures in 2006 and in 2007, resulting in
reclassifications and adjustments to the financial statements of $10,699, $27,719, $1,981 and $560,
respectively.
The Village did not complete reconciliations in a timely manner resulting in errors in posting of receipts
and disbursements noted above and it resulted in the Village fund balance not balancing to the depository
in 2006 or 2007. In addition a Certificate of Deposit held by the Village was not recorded on the ledger
during our audit period.

The Village Clerk/Treasurer has agreed to and posted the adjustments noted above to the ledgers and
the accompanying financial statements.
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Failure to consistently follow a uniform chart of accounts and perform monthly bank reconciliations
increases the possibility that the Village will not be able to identify, assemble, analyze, classify, record,
and report its transactions correctly or to document compliance with finance-related legal and contractual
requirements. The Village Clerk/Treasurer should maintain the accounting system to enable the Village
to identify, assemble, analyze, classify, record and report all transactions and to maintain accountability.
All transactions should be properly coded and classified according to the UAN chart of accounts to help
ensure that financial activity of the Village is accurately recorded and reported. The Village
Clerk/Treasurer should perform monthly bank reconciliations.

In addition, the Village should adopt procedures for the review of posting of transactions to the accounting
system and subsequent posting to the financial statements, as well as the monthly bank reconciliations.

FINDING NUMBER 2007-004
Significant Deficiency
Expenditure Cycle

The Village’s current system for processing expenditure transactions does not provide the framework by
which adequate documentation is maintained or by which sufficient information is made available to the
Village Council. The following items were noted:
e Several voucher packets were missing invoices in both 2006 and 2007
e Payments for credit accounts did not always contain detailed invoices for the listed transactions.
e Payments to vendors were not always made in a timely manner. In some cases this resulted in
the payment of finance charges.
e Multiple manual checks were issued throughout the audit period; many were not supported and
were entered incorrectly in the system.
e Check numbers per the system did not always match actual check's number.

The Village should establish specific procedures to effectively control each disbursement transaction,
including but not limited to the following suggestions:
e Voucher packets should be prepared for each expenditure. The voucher packet should contain
the certified purchase order, a copy of the check, and detailed invoice.
e Payments made for credit cards and/or credit accounts should be supported by detailed invoices
that identify individual items charged.
¢ Payments made to vendors should be made in a timely manner.
e Checks should be issued through the UAN system rather than manually.
e Checks issued manually or through the UAN system should match the actual check number that
is being printed.

The Village officials should review the guidelines contained in the Ohio Administrative Code to guide them
in establishing expenditure cycle procedures. Implementation of the above procedures will provide the
means to determine that expenditures are valid, for proper public purpose, within appropriations, paid in a
timely manner, and properly reported.

Officials Response

We did not receive a response from officials to the findings reported above.
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Not Corrected, Partially
Corrected; Significantly
Different Corrective Action

Finding Fully Taken; or Finding No Longer
Number Finding Summary Corrected? | Valid; Explain
2005-001 | Ohio Revised Code Section 5705.41(D) No Cited again as Finding Number

Disbursements were not properly certified.

2007-001.
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